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Report of Independent Registered Public Accounting Firm 

 

 

To the Member of 
Houlihan Lokey Advisors, LLC 
 

Opinion on the Financial Statements 

We have audited the accompanying statement of financial condition of Houlihan Lokey Advisors, LLC (the “Company”) as 
of March 31, 2023, the related statements of income, changes in member’s equity, and cash flows for the period beginning 
January 1, 2022 and ending March 31, 2023, and the related notes and schedules I, II and III (collectively referred to as the 
“financial statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position 
of the Company as of March 31, 2023, and the results of its operations and its cash flows for the period then ended in 
conformity with accounting principles generally accepted in the United States of America.  

Basis for Opinion 

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion 
on the Company’s financial statements based on our audit. We are a public accounting firm registered with the Public 
Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the 
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and 
Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due 
to error or fraud. Our audit included performing procedures to assess the risks of material misstatement of the financial 
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audit also 
included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the 
overall presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion. 

Auditor’s Report on Supplemental Information 

The supplemental information contained in Schedules I, II, and III has been subjected to audit procedures performed in 
conjunction with the audit of the Company’s financial statements. The supplemental information is the responsibility of the 
Company’s management. Our audit procedures included determining whether the supplemental information reconciles to the 
financial statements or the underlying accounting and other records, as applicable, and performing procedures to test the 
completeness and accuracy of the information presented in the supplemental information. In forming our opinion on the 
supplemental information, we evaluated whether the supplemental information, including its form and content, is presented in 
conformity with 17 C.F.R. §240.17a-5. In our opinion, Schedules I, II, and III are fairly stated, in all material respects, in 
relation to the financial statements as a whole.  

 

 

 

We have served as Houlihan Lokey Advisors, LLC’s auditor since 2017. 
Walnut Creek, California 
June 20, 2023 

 



March 31, 2023

Assets
Cash $ 13,695,563 
Accounts receivable, net of allowance for credit losses of $221,512 (Note 6)  6,221,328 
Due from affiliates (Note 4)  72,741,828 
Other assets  132,748 

Total assets $ 92,791,467 

Liabilities and Member's Equity
Liabilities:

Due to affiliates (Note 4) $ 9,135,161 
Deferred income  389,278 
Other liabilities  929,945 

Total liabilities  10,454,384 

Commitments and contingencies (Note 7)

Member's equity:  82,337,083 
Total liabilities and member's equity $ 92,791,467 

Table of Contents CONFIDENTIAL
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STATEMENT OF FINANCIAL CONDITION
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See accompanying Notes to Financial Statements.
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15 Months Ended 
March 31, 2023

Revenues $ 38,926,196 
Operating expenses:

Employee compensation and benefits  16,178,319 
Travel, meals, and entertainment  1,847,711 
Rent  6,882,680 
Depreciation and amortization  1,439,956 
Information technology and communications  1,966,682 
Management fees  3,644,586 
Professional fees  3,153,625 
Other operating expenses  3,441,390 

Total operating expenses  38,554,949 
Operating income  371,247 

Other income, net  44,958,500 
Net income $ 45,329,747 

Table of Contents CONFIDENTIAL
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Member's Equity
Member's equity – January 1, 2022 $ 37,007,336 

Net income  45,329,747 
Member's equity – March 31, 2023 $ 82,337,083 
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15 Months Ended 
March 31, 2023

Cash flows from operating activities:
Net income $ 45,329,747 
Adjustments to reconcile net income to net cash used in operating activities:
Provision for bad debts, net  221,512 

Changes in operating assets and liabilities:
Accounts receivable  (2,634,813) 
Due to affiliates, net  (121,026,674) 
Other assets  119,904 
Accrued compensation  (21,892,394) 
Deferred income  320,528 
Other liabilities  (189,810) 

Net cash used in operating activities  (99,752,000) 
Net decrease in cash and restricted cash  (99,752,000) 

Cash and restricted cash – beginning of year  113,447,563 
Cash – end of year $ 13,695,563 
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Note 1 — Organization and Description of Business

Nature of Operations

Houlihan Lokey Advisors, LLC (the "Company"), a Delaware limited liability company, is a wholly owned subsidiary of 
Houlihan Lokey Advisors Parent, Inc. (the "Member"), a Delaware corporation. The Member is a wholly owned subsidiary of 
GCA Corporation ("GCA Corp."), which is a wholly owned subsidiary of Houlihan Lokey, Inc. ("the Parent"), a Delaware 
corporation listed on the New York Stock Exchange. 

The Company, a broker-dealer, originally registered with the U.S. Securities and Exchange Commission ("SEC") and the 
Financial Industry Regulatory Authority ("FINRA") on November 24, 2003. GCA Corp was acquired by Houlihan Lokey, Inc., 
in October 2021. The Company changed its name from GCA Advisors, LLC to Houlihan Lokey Advisors, LLC in December 
2021. The Company is engaged in the business of providing investment banking services to businesses on specific matters, 
mainly providing advisory services in mergers and acquisitions and other complex transactions.

Note 2 — Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements have been prepared in accordance with U.S. generally accepted accounting principles 
(U.S. GAAP) and in the format prescribed by Rule 17a 5 under the Securities Exchange Act of 1934 for brokers and dealers in 
securities.

Use of Estimates

The preparation of the financial statements in conformity with U.S. GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements. Management 
estimates and assumptions also affect the disclosure of contingent assets and liabilities at the reporting date. These estimates and 
assumptions are based on management’s best estimates and judgment. Management evaluates its estimates and assumptions on 
an ongoing basis using historical experience and other factors, including the current economic environment, which management 
believes to be reasonable under the circumstances. Management adjusts such estimates and assumptions when facts and 
circumstances dictate. As future events and their effects cannot be determined with precision, actual results could differ 
significantly from these estimates. Significant items subject to such estimates and assumptions include the allowance for credit 
losses; and other potential contingencies.

Subsequent to the Parent acquiring GCA Corp, the Parent determined bonus compensation payable for services performed prior 
to acquisition were $30 million less than GCA Corp previously estimated and accrued. The adjustment for the reduction in 
payment was recognized during the fifteen month period ending March 31, 2023. The effect of this change was to reduce 
accrued compensation and increase net income by $30 million.

Cash

Cash includes cash balances. There were no cash equivalents as of March 31, 2023.

Allowance for Credit Losses

The allowance for credit losses on accounts receivable reflects management’s best estimate of expected losses using the 
Company's internal current expected credit losses model. This model analyzes expected losses based on relevant information 
about historical experience, current conditions, and reasonable and supportable forecasts that could potentially affect the 
collectibility of the reported amounts. This is recorded through provision for bad debts, which is included in Other operating 
expenses in the accompanying Statement of Income. Amounts deemed to be uncollectible are written off against the allowance 
for credit losses.

Table of Contents CONFIDENTIAL
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Revenue Recognition and Deferred Income

Revenue from contracts with customers is recognized when, or as, the Company satisfies performance obligations by transferring 
the promised goods or services to the customers. A good or service is transferred to a customer when, or as, the customer obtains 
control of that good or service. A performance obligation may be satisfied over time or at a point in time. Revenue from a 
performance obligation satisfied over a time is recognized by measuring progress in satisfying the performance obligation in a 
manner that depicts the transfer of the goods or services to the customer. Revenue from a performance obligation satisfied at a 
point in time is recognized at the point in time when it is determined the customer obtained control over the promised good or 
service. The amount of revenue recognized reflects the consideration the Company expects to be entitled to in exchange for those 
promised goods or services (i.e., the "transaction price"). In determining the transaction price, the Company considers multiple 
factors, including the effects of variable consideration. Variance consideration is included in the transaction price only to the 
extent it is probable that a significant reversal in the amount of cumulative revenue recognized will not occur and when the 
uncertainties with respect to the amount of cumulative revenue recognized will not occur and when the uncertainties with respect 
to the amounts are resolved. In determining when to include variable consideration in the transaction price, the Company 
considers the range of possible outcomes, the predictive value of past experiences, the time period of when uncertainties expect 
to he resolved and the amount of consideration that is susceptible to factors outside of the Company's influence, such as market 
volatility or the judgement and actions of third parties. 

Investment Banking and Transaction Fees

The Company earns investment banking and transaction fee revenues by providing both capital markets solutions for business 
clients through private placements and financial advisory services in connection with mergers and acquisitions. Investment 
banking and transaction fee revenue consist of retainer fees, consulting fees and success fees. Fees can be both fixed and variable 
and can be recognized over time and at a point in time. Retainer fees are fixed fees recognized at the point in time in which the 
transaction closes. Success fees are variable fees recognized at a point in time when the transaction is complete, since the related 
performance obligation is satisfied upon completion. 

Investment banking fees that are contingent upon completion of specific milestones are not included in the transaction price on 
March 31, 2023, as it is probable that a significant reversal of revenue will occur.

Income Taxes

The Company is a single member limited liability company ("LLC"), which is treated as a disregarded entity for federal, state, 
and local income tax purposes. The Company's results of operations are included in the consolidated tax return of the Member 
and no portion of the consolidated current or deferred income tax expense is allocated to the Company.  The Company is subject 
to an annual LLC fee, based on gross revenue, and annual franchise taxes. As of March 31, 2023, all of the federal income tax 
returns filed since 2020 by the Member which include the Company are still subject to adjustment upon audit. The Member files 
income tax returns in many states which are also open to audit. The Member is not currently under audit.

Fair Value Measurements

The carrying amounts of all assets and liabilities approximate the fair value of these financial instruments due to the short-term 
nature of the instruments.

Note 3 — Revenue Recognition

Disaggregation of Revenues

The following table presents the Company's revenues separated between revenues from contracts with customers by business 
activity and other sources of revenues for the fifteen months ended March 31, 2023:
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Revenue from contracts with customers: March 31, 2023
Investment banking fees — success fees $ 38,670,086 
Reimbursable expenses  256,110 

Total revenue from contracts with customers $ 38,926,196 

Contract Balances

Income is recognized upon completion of the related performance obligation and when an unconditional right to payment exists. 
The timing of revenue recognition may differ from the timing of customer payments. A receivable is recognized when a 
performance obligation is met prior to receiving payment by the customer. Receivables related to revenue from contracts with 
customers totaled $3,808,027 and $5,909,146 as of January 1, 2022 and March 31, 2023, respectively. There were contract assets 
included in accounts receivable of $120,219 as of March 31, 2023.

Alternatively, fees received prior to the completion of the performance obligation are recorded as deferred income on the 
Statement of Financial Condition until such time when the performance obligation is met. Deferred income would primarily 
relate to retainer fees received in investment banking engagements. Deferred retainer income related to contracts with customers 
totaled $68,750 and $389,278 as of January 1, 2022 and March 31, 2023, respectively. 

During the year ended March 31, 2023, an immaterial amount of revenues were recognized that were included in the deferred 
income balance at the beginning of the period.

Costs to Obtain or Fulfill a Contract with a Customer

The Company incurs incremental costs to obtain and/or fulfill contracts associated with investment banking and advisory 
engagements. These expense are deferred only to the extent they are explicitly reimbursable by the client and the related revenue 
is recognized at a point in time. All other investment banking advisory related expenses are expensed as incurred. There were 
capitalized costs of $0 and $413,475 as of January 1, 2022 and March 31, 2023, respectively, which is included in accounts 
receivable in the accompanying Statement of Financial Condition.

Note 4 — Related Party Transactions

During the fifteen months ended March 31, 2023, the Company had no cash distributions to the Member.

As of March 31, 2023, the Company had receivables due from affiliates and payables due to affiliates of $72,741,828 and 
$9,135,161, respectively.

The Parent performs certain management, accounting, legal, regulatory, and other administrative services for the benefit of the 
Company. The Parent charges the Company a management fee for these services. For the year ended March 31, 2023, the 
management fee expense incurred by the Company related to these services was $3,644,586. A substantial majority of the 
Company’s operating expenses; employee compensation, rent, travel, meals, and entertainment, and other operating expenses, 
are paid by and allocated from the Parent under an expense sharing agreement that is based on the full-time equivalent schedule 
then in effect. The receivable from affiliate generally arises from cumulative cash transferred by the Company to the Parent. 
Intercompany charges and reimbursements are generally settled through the receivable from affiliate account. In addition, during 
the fifteen months ended March 31, 2023, the Company recognized $44,786,774 of income related to the worldwide profit split 
model as provided for under a services agreement dated April 1, 2022, included in Other income, net in the accompanying 
Statement of  Income. The worldwide profit split model reflects the provision/receipt of marketing, origination and client 
engagement support services for the Parent and its subsidiaries. Each entity receives a share of the group profits in line with its 
contribution, as represented by total expenses, which is consistent with the arm's-length standard during the applicable fiscal 
year. There are no uncertain tax positions related to the worldwide profit split model.
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Share-Based Incentive Plans

Awards of restricted shares have been and will be made under the Amended and Restated Houlihan Lokey, Inc. 2016 Incentive 
Award Plan (the “2016 Incentive Plan”), which became effective in August 2015 and was amended in October 2017. Under the 
2016 Incentive Plan, it is anticipated that the Parent will continue to grant cash and equity-based incentive awards to eligible 
service providers in order to attract, motivate, and retain the talent necessary to operate the Parent’s business. Equity-based 
incentive awards issued under the 2016 Incentive Plan generally vest over a four-year period. The share awards are classified as 
equity awards at the time of grant unless the number of shares granted is unknown. Awards that are settleable in shares based 
upon a future determinable stock price are classified as a liability until the price is established and the resulting number of shares 
is known, at which time they are re-classified from liabilities to equity awards. As noted above, a substantial majority of the 
Company’s stock compensation expense is paid by and allocated from the Parent under an expense sharing agreement, and 
therefore there is no cash flow effect from the share-based payment arrangements to the Company. During the fifteen months 
ending March 31, 2023, the Company had $15,610,739 charged by the Parent to the Company for shares issued and vested.

Note 5 — Risk Concentrations

The Company places its cash with a well-established financial institution, and, at times, balances may exceed the Federal Deposit 
Insurance Corporation's ("FDIC") cover limits of $250,000 during the year. The Company has never experienced any losses 
related to these balances. As of March 31, 2023, the Company's cash balance exceeded the FDIC limit by $13,198,384. Note, 
subsequent to March 31, 2023, the Parent successfully withdrew all existing funds from its FRB account.

For the fifteen months ended March 31, 2023, 31%, or $12,047,000 of the Company's revenue was earned from three clients.

As of March 31, 2023, 81%, or $5,227,520 of the Company's accounts receivable are due from two clients.

Note 6 — Allowance for Credit Losses

The following table presents information about the Company's allowance for credit losses:

March 31, 2023
Accounts 

Receivable
Beginning balance $ — 

Provision for bad debt, net  221,512 
Ending balance $ 221,512 

Note 7 — Commitments and Contingencies

The Company has been named in various legal actions arising in the normal course of business. In the opinion of the Company, 
in consultation with legal counsel, the final resolutions of these matters are not expected to have a material adverse effect on the 
Company’s financial condition, operations and cash flows.

Note 8 — Reserve Requirements for Brokers or Dealers

The Company does not carry the accounts of its customers and, accordingly, is exempt from the provisions of Rule 15c3-3 under 
the Securities Exchange Act of 1934 based on section (k)(2)(i) and the Company's other business activities contemplated 
Footnote 74 of the SEC Release No 34-70073 adopting amendments to 17 C.F.R. Section 240.17a-5. Because of such 
exemption, the Company is not required to prepare a determination of reserve requirements for brokers or dealers.

Note 9 — Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15c3-1), which requires 
the maintenance of minimum net capital. As of March 31, 2023, the Company had net capital of $3,241,179, which was 
$2,544,220 in excess of its required net capital of $696,959.
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Note 10 — Subsequent Events

The Company has evaluated events and transactions that have occurred subsequent to March 31, 2023 through June 20, 2023, the 
date on which the financial statements were issued, and determined that there have been no events that occurred that would 
require adjustments to or disclosures in the financial statements.
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COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

MARCH 31, 2023

March 31, 2023

Net capital:
Total member's equity $ 82,337,083 
Deductions and/or charges:

Nonallowable assets:
Accounts receivable  6,221,328 
Due from affiliates  72,741,828 
Other assets  132,748 

Total deductions and/or charges  79,095,904 
Net capital  3,241,179 

Aggregate indebtedness:
Items included in statement of financial condition:

Due to affiliates  9,135,161 
Deferred income  389,278 
Other liabilities  929,945 

Total aggregate indebtedness  10,454,384 

Computation of basic net capital requirement
Net capital  3,241,179 
Minimum net capital required (6 2/3% of aggregate indebtedness or $100,000, whichever is greater)  696,959 

Excess net capital $ 2,544,220 

Percent of aggregate indebtedness to net capital  323 %

There was no material difference between the audited Computation of Net Capital included in this report and the corresponding 
schedule included in the Company's amended FOCUS report Part II of Form X-17-A-5 as of March 31, 2023. See accompanying 
report of independent registered public accounting firm.
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COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 OF THE SECURITIES EXCHANGE COMMISSION

MARCH 31, 2023

The Company is exempt from Rule 15c3-3 of the Securities and Exchange Commission in that the Company's activities are 
limited to those set forth in the conditions for exemption appearing in paragraph (k)(2)(i) of that rule and the Company's other 
business activities contemplated Footnote 74 of the SEC Release No 34-70073 adopting amendments to 17 C.F.R. Section 
240.17a-5 which include (1) receiving transaction-based compensation in connection with merger and acquisition transactions, 
restructuring transactions, and/or referring securities transactions to other broker-dealers and/or (2) participating in distributions 
of securities (other than firm commitment underwritings) in accordance with the requirements of paragraphs (a) or (b)(2) of Rule 
15c2-4 including in connection with restructuring transactions, and the Company (1) did not directly or indirectly receive, hold, 
or otherwise owe funds or securities for or to customers and (2) did not carry accounts of or for customers through the most 
recent fiscal year. Accordingly, the Company has not included the schedule “Computation for Determination of Reserve 
Requirements under Rule 15c3-3.”

See accompanying report of independent registered public accounting firm.
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INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

MARCH 31, 2023

The Company is exempt from Rule 15c3-3 of the Securities and Exchange Commission in that the Company's activities are 
limited to those set forth in the conditions for exemption appearing in paragraph (k)(2)(i) of that rule and the Company's other 
business activities contemplated Footnote 74 of the SEC Release No 34-70073 adopting amendments to 17 C.F.R. Section 
240.17a-5 which include (1) receiving transaction-based compensation in connection with merger and acquisition transactions, 
restructuring transactions, and/or referring securities transactions to other broker-dealers and/or (2) participating in distributions 
of securities (other than firm commitment underwritings) in accordance with the requirements of paragraphs (a) or (b)(2) of Rule 
15c2-4 including in connection with restructuring transactions, and the Company (1) did not directly or indirectly receive, hold, 
or otherwise owe funds or securities for or to customers and (2) did not carry accounts of or for customers through the most 
recent fiscal year. Accordingly, the Company has not included the schedule “Information Relating to Possession or Control 
Requirements under Rule 15c3-3."

See accompanying report of independent registered public accounting firm.
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Review Report of Independent Registered Public Accounting Firm 

 

 

To the Member  
Houlihan Lokey Advisors, LLC 
 

We have reviewed management's statements, included in the accompanying SEA Rule 15c3-3 Exemption Report, in which (1) 
Houlihan Lokey Advisors, LLC (the “Company”) identified the following provision of 17 C.F.R. §15c3-3(k) under which the 
Company claimed the following exemption from 17 C.F.R. §240.15c3-3: (k)(2)(i) (the “exemption provision”) and (2) the 
Company stated that it met the identified exemption provisions throughout the most recent fiscal year without exception. 

The Company is also filing this Exemption Report because the Company’s other business activities contemplated by 
Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 are limited to (1) receiving 
transaction-based compensation in connection with merger and acquisition transactions, restructuring transactions, and/or 
referring securities transactions to other broker-dealers and/or (2) participating in distributions of securities (other than firm 
commitment underwritings) in accordance with the requirements of paragraphs (a) or (b)(2) of Rule 15c2-4 including in 
connection with restructuring transactions. In addition, the Company did not directly or indirectly receive, hold, or otherwise 
owe funds or securities for or to customers; and did not carry PAB accounts (as defined in Rule 15c3-3) throughout the most 
recent fiscal year without exception. 

The Company’s management is responsible for compliance with the exemption provisions and its statements. 

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) and, accordingly, included inquiries and other required procedures to obtain evidence about the Company’s 
compliance with the exemption provisions. A review is substantially less in scope than an examination, the objective of 
which is the expression of an opinion on management's statements. Accordingly, we do not express such an opinion. 

Based on our review, we are not aware of any material modifications that should be made to management's statements 
referred to above for them to be fairly stated, in all material respects, based on the provisions set forth in paragraph (k)(2)(i) 
of Rule 15c3-3 under the Securities Exchange Act of 1934 and the Company’s other business activities contemplated by 
Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5, and related SEC Staff 
Frequently Asked Questions. 

 
 
 
 
 
Walnut Creek, California 
June 20, 2023 
 

 

 

 

 

 

 



333 Bush Street, 31st Floor  San Francisco, California 94104  tel.415.273.3600  fax.415.974.5969  www.HL.com 

Broker/dealer services through Houlihan Lokey Advisors, LLC. 

Houlihan Lokey Advisors, LLC’s Exemption Report 

Houlihan Lokey Advisors, LLC (the “Company”) is a registered broker-dealer subject to Rule 17a-5 
promulgated by the Securities and Exchange Commission (17 C.F.R 240.17a-5, “Reports to be made by 
certain brokers and dealers”). This Exemption Report was prepared as required by 17 C.F.R 240.17a- 
5(d)(1) and (4). To the best of its knowledge and belief, the Company states the following:  

The Company claims the k(2)(i) exemption from 17 C.F.R 240.15c3-3; 

The Company met the identified exemption provisions in 17 C.F.R §240.15c3-3(k) throughout the most 
recent fiscal period for the fifteen months ended March 31, 2023 without exception; and  

The Company is also filing this Exemption Report because the Company’s other business activities 
contemplated by Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. 
240.17a-5 are limited to (1) receiving transaction-based compensation in connection with merger and 
acquisition transactions, restructuring transactions, and/or referring securities transactions to other broker-
dealers and/or (2) participating in distributions of securities (other than firm commitment underwritings) in 
accordance with the requirements of paragraphs (a) or (b)(2) of Rule 15c2-4 including in connection with 
restructuring transactions. In addition, the Company did not directly or indirectly receive, hold, or otherwise 
owe funds or securities for or to customers; did not carry accounts of or for customers; and did not carry 
PAB accounts (as defined in Rule 15c3-3) throughout the most recent fiscal year without exception.  

I affirm that, to my best knowledge and belief, this Exemption Report is true and correct. 

Respectfully submitted 

Houlihan Lokey Advisors, LLC 

I, Edward Taniguchi, swear (or affirm) that, to my best knowledge and belief, this Exemption Report is 
true and correct. 

By:

Title: Chief Financial Officer 

June 20, 2023 
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